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SENATE BILL No. 701

Introduced by Senator Torlakson

February 23, 2001

An act to amend Sections 33333.4, 33333.6, 33333.8, 33333.10,
33333.11, 33334.2, 33334.3, 33334.4, 33334.14, 33334.22, 33411.3,
33413, 33487, 33490, 33492.13, 50052.5, 50053, 50079.5, and 50105
of, to amend and renumber Section 33413.5 of, to add and repeal
Sections 33334.28 and 33418f8and to repeal Sections 33333.13 and
33411.5 of, the Health and Safety Code, relating to redevelopment.

LEGISLATIVE COUNSELS DIGEST
SB 701, as amended, Torlakson. Redevelopment.
(1) The existing Communlty Redevelopment Law—a#ews a
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tbitingrohibits the Redevelopment
Agency of the City of Oakland from receiving specified property tax
revenue that the East Bay Regional Park District would be entitled to
receive if a redevelopment plan had not been amended.

This bill would delete this prohibition.

(2) Existing law requires a redevelopment agency to use moneys in
its Low and Moderate Income Housing Fund to increase, improve, and
preserve the supply of low- and moderate-income housing, which is
defined tanclude the preservation of certain units for a specified period
of time.

This bill, instead, would require those units to be preserved for the
longest feasible time, but not less than 55 years. It would also require
the redevelopment agency to comply with its affordable housing
obligation prior to exceeding a limit on the number of tax dollars that
may be divided and allocated if required by specified provisions.

(3) Existing law requires a redevelopment agency that adopts a
redevelopment plan to also adopt an implementation plan containing
prescribed information, including how the project will implement,
among other things, a requirement that the agency expend, over the
duration of the implementation plan, the moneys in the Low and
Moderate Income Housing Fund to assist housing for persons of low
income and very low income in at least the same proportion as the total
number of housing units needed for each of those income groups bears
to the total number of units needed for persons of moderate, low, and
very low income within the community, and to assist housing that is
available to families with children, as prescribed.

This bill would, among other things, require the implementation plan
to address specified matters relating to that requirement. It would, until
January 6, 2012, exempt the Redevelopment Agency of the City of
Covina from specified expenditure requirements regarding these
moneys.

(4) Existing law requires the agency to periodically hold a hearing
to review the redevelopment plan and the implementation plan, and
requires notice of that hearing to be published, as specified.
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This bill would require that review to address prescribed matters
relating to replacement dwelling units, project area housing, and the
disposition of Low and Moderate Income Housing Fund moneys. The
bill would additionally require notice of that hearing to also be mailed
to persons and agencies that have requested notice.

(5) Existing law authorizes until January 1, 2006, the
Redevelopment Agency for the City of Lancaster to purchase or
otherwise acquire, or cause by regulation or agreement the purchase or
other acquisition of, long-term affordability covenants on mobilehome
parks in which residents rent spaces and either rent or own the
mobilehome occupying their spaces, that restrict the cost of renting or
purchasing those units, under prescribed conditions.

This bill would authorize until January 1, 2006, the Redevelopment
Agency for the City of Fairfield to purchase or otherwise acquire, or
cause by regulation or agreement the purchase or other acquisition of,
long-term affordability covenants on mobilehome parks in which
residents rent spaces and either rent or own the mobilehome occupying
their spaces, that restrict the cost of renting or purchasing those units,
under prescribed conditions.

(6) The bill would make additional conforming and clarifying
changes relating to redevelopment agency assistance for low- and
moderate-income housing units.

Vote: majority. Appropriation: no. Fiscal committee: no.
State-mandated local program: no.

The people of the State of California do enact as follows:

SECTION 1. Section 33333.4 of the Health and Safety Code
is amended to read:

33333.4. (a) Every legislative body that adopted a final
redevelopment plan prior to October 1, 1976, that contains the
provisionsset forth in Section 33670 but does not contain all of the
limitations required by Section 33333.2, shall adopt an ordinance
on or before December 31, 1986, that contains all of the following:

(1) A limitation on the number of dollars of taxes that may be
dividedand allocated to the redevelopment agency pursuant to the
plan, including any amendments to the plan. Taxes shall not be
divided and shall not be allocated to the redevelopment agency
beyond that limitation, except as necessary to comply with
subdivision (a) of Section 33333.8.
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(2) A time limit on the establishing of loans, advances, and
indebtedness to finance in whole, or in part, the redevelopment
project. No loans, advances, or indebtedness to be repaid from the
allocation of taxes shall be established or incurred by the agency
beyond the time limitation, except as necessary to comply with
subdivision (a) of Section 33333.8.

(3) A time limit, not to exceed 12 years, for commencement of
eminentdomain proceedings to acquire property within the project
area.

(b) The limitations established in the ordinance adopted
pursuant to this section shall apply to the redevelopment plan as
if the redevelopment plan had been amended to include those
limitations. However, in adopting the ordinance, neither the
legislative body nor the agency is required to comply with Article
12 (commencing with Section 33450) or any other provision of
this part relating to the amendment of redevelopment plans.

(c) The limitations established in the ordinance adopted
pursuant to this section shall not be applied to limit allocation of
taxes to an agency to the extent required to eliminate project
deficits created under subdivision (g) of Section 33334.6 in
accordance with the plan adopted pursuant thereto for the purpose
of eliminating the deficit or to comply with subdivision (a) of
Section 33333.8. In the event of a conflict between these
limitations and the obligations under Section 33334.6 or
subdivision (a) of Section 33333.8, the legislative body shall
amendhe ordinance adopted pursuant to this section to modify the
limitations to the extent necessary to permit compliance with the
plan adopted pursuant to subdivision (g) of Section 33334.6, to
permit compliance with subdivision (a) of Section 33333.8, and to
allow full expenditure of moneys in the agency's Low and
Moderate Income Housing Fund in accordance with Section
33334.3. The procedure for amending the ordinance pursuant to
this subdivision shall be the same as for adopting the ordinance
under subdivision (b).

(d) This section shall not be construed to allow the impairment
of any obligation or indebtedness incurred by the legislative body
or the agency pursuant to this part.

(e) In any litigation to challenge or attack any ordinance
adopted pursuant to this section, the court shall sustain the actions
of the legislative body and the agency unless the court finds those
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actions were arbitrary or capricious. The Legislature finds and
declares that this is necessary because redevelopment agencies
with project areas established prior to October 1, 1976, have
incurred existing obligations and indebtedness and have adopted
projects, programs, and activities with the authority to receive and
pledge the entire allocation of taxes authorized by Section 33670
and that it is necessary to protect against the possible impairment
of existing obligations and indebtedness and to allow the
completion of adopted projects and programs.

(f) The ordinance adopted by the legislative body in
compliance with this section does not relieve any agency of its
obligations under Section 33333.8, 33334.2, 33334.3, Article 9
(commencing with Section 33410), or any other requirement
contained in this part.

(9) A redevelopment plan adopted on or after October 1, 1976,
and prior to January 1, 1994, containing the provisions set forth in
Section 33670, shall also contain:

(1) A limitation on the number of dollars of taxes that may be
dividedand allocated to the agency pursuant to the plan, including
any amendments to the plan. Taxes shall not be divided and shall
not be allocated to the agency beyond this limitation, except
pursuant to aendment of the redevelopment plan, or as necessary
to comply with subdivision (a) of Section 33333.8.

(2) Atime limit, not to exceed 12 years, for commencement of
eminentdomain proceedings to acquire property within the project
area. This time limit may be extended only pursuant to amendment
of the redevelopment plan.

SEC. 2. Section 33333.6 of the Health and Safety Code is
amended to read:

33333.6. The limitations of this section shall apply to every
redevelopment plan adopted on or before December 31, 1993.

(a) The effectiveness of every redevelopment plan to which
this section applies shall terminate at a date that shall not exceed
40 years from the adoption of the redevelopment plan or January
1, 2009, whichever iater. After the time limit on the fefctiveness
of the redevelopment plan, the agency shall have no authority to
act pursuant to the redevelopment plan except to pay previously
incurred indebtedness, to comply with Section 33333.8 and to
enforce existing covenants, contracts, or other obligations.
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(b) Except as provided in subdivisions (f) and (g), a
redevelopment agency may not pay indebtedness or receive
property taxes pursuant to Section 33670 after 10 years from the
termination of the effectiveness of the redevelopment plan
pursuant to subdivision (b).

(c) (1) If plans that had different dates of adoption were
merged on or before December 31, 1993, the time limitations
required by this section shall be counted individually for each
merged plan from the date of the adoption of each plan. If an
amendment to a redevelopment plan added territory to the project
area on obefore December 31, 1993, the time limitations required
by this section shall commence, with respect to the redevelopment
plan,from the date of the adoption of the redevelopment plan, and,
with respect to the added territory, from the date of the adoption
of the amendment.

(2) If plans that had different dates of adoption are merged on
or after January 1, 1994, the time limitations required by this
section shall be counted individually for each merged plan from
the date of the adoption of each plan.

(d) (1) Unless a redevelopment plan adopted prior to January
1, 1994, contains all of the limitations required by this section and
each ofthese limitations does not exceed the applicable time limits
established by this section, the legislative body, acting by
ordinance on or before December 31, 1994, shall amend every
redevelopment plan adopted prior to January 1, 1994, either to
amend arexisting time limit that exceeds the applicable time limit
established by this section or to establish time limits that do not
exceed the provisions of subdivision (b) or (c).

(2) The limitations established in the ordinance adopted
pursuant to this section shall apply to the redevelopment plan as
if the redevelopment plan had been amended to include those
limitations. However, in adopting the ordinance required by this
section, neither the legislative body nor the agency is required to
comply with Article 12 (commencing with Section 33450) or any
other provision of this part relating to the amendment of
redevelopment plans.

(e) (1) If a redevelopment plan adopted prior to January 1,
1994, contains one or more limitations required by this section,
and the limitation does not exceed the applicable time limit
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— 7 — SB 701

required by this section, this section shall not be construed to
require an amendment of this limitation.

(2) A redevelopment plan adopted prior to January 1, 1994, that
has a limitation shorter than the terms provided in this section may
be amended by a legislative body by adoption of an ordinance on
or after January 1, 1999, but on or before December 31, 1999, to
extend the limitation, provided that the plan as so amended does
not exceed the terms provided in this section. In adopting this
ordinance, neither the legislative body nor the agency is required
to comply with Section 33354.6 or Article 12 (commencing with
Section 33450) or any other provision of this part relating to the
amendment of redevelopment plans. On or after January 1, 2002,
a redevelopment plan may be amended by a legislative body by
adoption of an ordinance to eliminate the time limit on the
establishment of loans, advances, and indebtedness required by
this section prior to January 1, 2002. In adopting this ordinance,
neither the legislative body nor the agency is required to comply
with Section 33354.6 or Article 12 (commencing with Section
33450) or any other provision of this part relating to the
amendment of redevelopment plans, except that the agency shall
make the payment to affected taxing entities required by Section
33607.7.

() The limitations established in the ordinance adopted
pursuant to this section shall not be applied to limit the allocation
of taxes to an agency to the extent required to comply with Section
33333.8. In the event of a conflict between these limitations and
the obligations under Section 33333.8, the limitations established
in the ordinance shall be suspended pursuant to Section 33333.8.

(g) This section shall not be construed to affect the validity of
any bond, indebtedness, or other obligation, including any
mitigation agreement entered into pursuant to Section 33401,
authorized by the legislative body, or the agency pursuant to this
part, prior to January 1, 1994. This section shall not be construed
to affect the right of an agency to receive property taxes, pursuant
to Section 33670, to pay the bond, indebtedness, or other
obligation.

(h) A redevelopment agency shall not pay indebtedness or
receive property taxes pursuant to Section 33670, with respect to
a redevelopment plan adopted prior to January 1, 1994, after the
date identified in subdivision (b) or the date identified in the
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redevelopment plan, whichever is earlier, except as provided in
paragraph (2) of subdivision (e), in subdivision (g), or in Section
33333.8.

(i) The Legislature finds and declares that the amendments
made to this section by the act that adds this subdivision are
intended taadd limitations to the law on and after January 1, 1994,
and are not intended to change or express legislative intent with
respect to the law prior to that date. It is not the intent of the
Legislature to affect the merits of any litigation regarding the
ability of a redevelopment agency to sell bonds for a term that
exceeds the limit of a redevelopment plan pursuant to law that
existed prior to January 1, 1994.

() If a redevelopment plan is amended to add territory, the
amendment shall contain the time limits required by Section
33333.2.

SEC. 3. Section 33333.8 of the Health and Safety Code is
amended to read:

33333.8. (a) Every redevelopment ageslgll comply with
and fulfill its obligations with regard to the provision dicaflable
housing as required by this part prior to the time limit on the
effectiveness of the redevelopment plan established pursuant to
Sections 33333.2, 33333.6, and 33333.10, and before the agency
exceeds a limit on the number of dollars of taxes that may be
divided and allocated to the redevelopment agency if required by
Section 33333.4 or the limit on the number of dollars of taxes in
a redevelopment plan. A legislative body may not adopt an
ordinance terminating a redevelopment project area if the agency
has not complied with its affordable housing obligations.
Notwithstanding any other provision of law, this section shall
apply to each redevelopment agency and each redevelopment
projectarea established or merged pursuant to this part and Part 1.5
(commencing with Section 34000), including project areas
authorizedpursuant to this chapter and each individual project area
that is authorized pursuant to any other provision of law.

(1) The affordable housing obligations specified in subdivision
(a) shall include all of the following:

(A) The obligation to make deposits to and expenditures from
the Low and Moderate Income Housing Fund pursuant to Sections
33334.2, 33334.3, 33334.4, 33334.6, 33487, 33492.16, and other
similar and related statutes.
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—9— SB 701

(B) The obligation to eliminate project deficits pursuant to
Sections 33334.6, 33487, 33492.16, and other similar and related
statutes.

(C) The obligation to expend or transfer excess surplus funds
pursuant to Section 33334.12 and other similar and related
statutes.

(D) The obligation to provide relocation assistance pursuant to
Article 9 (commencing with Section 33410), Section 7260 of the
Government Code, or other applicable relocation laws.

(E) The obligation to provide replacement housing pursuant to
subdivision (a) of Section 33413, Article 9 (commencing with
Section 33410), and other similar and related statutes.

(F) The obligation to provide inclusionary housing pursuant to
Section 33413 and other similar and related statutes and
ordinances.

(2) A redevelopment agency shall not adopt an ordinance
terminating a redevelopment project area if the agency has not
complied with these obligations.

(b) If, on the date of the time limit on the effectiveness of the
redevelopment plan, a redevelopment agency has not complied
with subdivision (a), the time limit on the effectiveness of the
redevelopment plan, and, if necessary, the time limit for
repayment of indebtedness, shall be suspended until the agency
has complied with subdivision (a). In addition, the agency shall
receive and use all tax increment funds that are not pledged to
repay indebtedness until the agency has fully complied with its
obligations.

(c) If, on the date of the time limit on the repayment of
indebtedness, the agency has not complied with subdivision (a),
the time limit on the repayment of indebtedness shall be suspended
until the agency has complied with subdivision (a). In addition, the
agency shall receive and use tax increment funds until the agency
has fully complied with its obligations.

(d) If, on the date of the time limit on the repayment of
indebtedness, the agency has complied with its obligations under
subdivision (a) and has moneys remaining in the Low and
Moderate Income Housing Fund, the agency shall transfer the
remaining moneys to a low and moderate income housing fund or
account for a different project area within the agency’s
jurisdiction, if one exists, or if a different project area does not
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exist, the agency shall either transfer the remaining moneys to a
special fund of the community or to the community or county
housing authority. The community, community housing authority,
or county housing authority to which the remaining moneys are
transferredshall utilize the moneys for the purposes of, and subject
to the same restrictions that are applicable to, the redevelopment
agency under this part.

(e) If aredevelopment plan provides a limit on the total amount
of tax increment funds that may be received by a redevelopment
agency for any project area, and if that limit is reached prior to the
agency complying with its obligations pursuant to subdivision (a),
that limit is suspended until the agency has complied with
subdivision (a) and the agency shall receiveus®itax increment
funds until the agency has fully complied with its obligations.

() If an agency fails to comply with its obligations pursuant to
this section, any person may seek judicial relief. The court shall
requirethe agency to take all steps necessary to comply with those
obligations, including, asecessary, the adoption of ordinances, to
incur debt, to obtain tax increments, to expend tax increments, and
to enter into contracts as necessary to meet its housing obligations
under this part.

SEC. 4. Section 33333.10 of the Health and Safety Code is
amended to read:

33333.10. (a) (1) Notwithstanding the time limits in
subdivisions (a) and (b) of Section 33333.6, an agency that
adopted a redevelopment plan on or before December 31, 1993,
may, pursuant to this section, amend that plan to extend the time
limit on effectiveness of the plan for up to 10 additional years
beyond the limit allowed by subdivision (a) of Section 33333.6.

(2) In addition, the agency may, pursuant to this section, amend
that plan to extend the time limit on the payment of indebtedness
and receipt of property taxes to be not more than 10 years from the
termination of the effectiveness of the redevelopment plan as that
time limit has been amended pursuant to paragraph (1).

(b) A redevelopment plan may be amended pursuant to
subdivision (a) only after the agency finds, based on substantial
evidence, that both of the following conditions exist:

(1) Significant blight remains within the project area.

(2) This blight cannot be eliminated without extending the
effectiveness of the plan and the receipt of property taxes.
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(c) As used in this section:

(1) “Blight” has the same meaning as that term is given in
Section 33030.

(2) “Significant” means important and of a magnitude to
warrant agency assistance.

(3) “Necessary and essential parcels” means parcels that are
not blighted but are so necessary and essential to the elimination
of the blight that these parcels should be included within the
portion of the project area in which tax increment funds may be
spent. “Necessary and essential parcels” are (A) parcels that are
adjacent to one or more blighted parcels that are to be assembled
in order to create a parcel of adequate size given present standards
and market conditions, and (B) parcels that are adjacent or near
parcels that are blighted on which it is necessary to construct a
public improvement to eliminate the blight.

(d) For purposes of this section, significant blight can exist in
a project area even though blight is not prevalent in a project area.
The report submitted to the legislative body pursuant to Section
33352 shall identify on a map the portion of the project area in
which significant blight remains.

(e) After the limit on the payment of indebtedness and receipt
of property taxes that would have taken effect but for the
amendment pursuant to this section, except for funds deposited in
the Low and Moderate Income Housing Fund pursuant to Section
33334.2 or 33334.6, the agency shall spend tax increment funds
only within the portion of the project area that has been identified
in the report adopted pursuant to Section 33352 as the area
containing blighted parcels and necessary and essential parcels.
Except as otherwise limited by subdivisions (f) and (g), agencies
may continue to spend funds deposited in the Low and Moderate
Income Housing Fund in accordance with this division.

() (1) Except as otherwise provided in this subdivision, after
the limit on the payment of indebtedness and receipt of property
taxesthat would have taken effect, but for the amendment pursuant
to this section, agencies shall only spend moneys from the Low and
Moderate Income Housing Fund for the purpose of increasing,
improving, and preserving the community’s supply of housing at
affordable housing cost to persons and families of low, very low,
or extremely low income, as defined in Sections 50079.5, 50093,
50105, and 50106. During this period, an agency that has adopted
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an amendment pursuant to subdivision (a) may use moneys from
the Low and Moderate Income Housing Fund for the purpose of
increasing, improving, and preserving housing at affordable
housing cost to persons and families of moderate income as
defined in Section 50093. However, this amount shall not exceed,
in a five-year period, the amount of moneys from the Low and
Moderate Income Housing Fund that are used to increase,
improve, and preserve housing at affordable housing cost to
persons and families of extremely low income, as defined in
Section 50106. In no case shall the amount expended for housing
for persons and families of moderate income exceed 15 percent of
the annual amount deposited in the Low and Moderate Income
HousingFund during a five-year period and the number of housing
units affordable to moderate-income persons shall not exceed the
number of housing units affordable to extremely low income
persons.

(2) Commencingvith the first fiscal year that commences after
the date of the adoption of an amendment pursuant to subdivision
(a) and until the limit on the payment of indebtedness and receipt
of property taxes that would have taken effect but for the
amendmenpursuant to this section, an agency that has adopted an
amendment pursuant to subdivision (a) may use moneys from the
Low and Moderate Income Housing Fund for the purpose of
increasing, improving, and preserving housing at affordable
housing cost to persons and families of moderate income as
defined in Section 50093. However, this amount shall not exceed,
in a five-year period, 15 percent of the amount of moneys
deposited in the Low and Moderate Income Housing Fund during
that five-year period and shall only be used to assist housing
projects inwhich no less than 49 percent of the units dorddible
to and occupied by persons and families of low, very low, or
extremely low income. An agency may spend an additional
amount of moneys in the same or other housing projects to assist
housing units affordable to and occupied by moderate-income
persons. However, this amount shall not exceed the lesser of: the
amount of moneys spent to increase, improve, and preserve
housing at affordable housing cost to persons and families of
extremely low income as defined in Section 50106, or 5 percent
of the moneys deposited in the Low and Moderate Income
Housing Fund during that five-year period.
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(9) (1) Except as provided in paragraph (2) or (3),
commencing with the first fiscal year that commences after the
date of adoption of an amendment pursuant to subdivision (a), not
less than 30 percent of all taxes that are allocated to the agency
pursuant to Section 33670 from the redevelopment project area so
amended shall be deposited into that project’s Low and Moderate
Income Housing Fund for the purposes specified in subdivision

(2) In any fiscal year, the agency may deposit less than the
amount required by paragraph (1), but not less than the amount
required by Section 33334.2 or 33334.6, into the Low and
Moderate Income Housing Fund if the agency finds that the
difference between the amount deposited and the amount required
by paragraph (1) is necessary to make principal and interest
payments during that fiscal year on bonds sold by the agency to
finance or refinance the redevelopment project prior to six months
before the date of adoption of the amendment pursuant to
subdivision (a). Bonds sold by the agency prior to six months
before the date of the adoption of the amendment pursuant to
subdivision (a) may only be refinanced, refunded, or restructured
after the date of the amendment pursuant to subdivision (a).
However for purposes of this section, bonds refinanced, refunded,
or restructured after the date of the amendment pursuant to
subdivision (a) may only be treated as if sold on the date the
original bonds were sold if (A) the net proceeds were used to
refinancethe original bonds, (B) there is no increase in the amount
of principal at the time of refinancing, restructuring, or refunding,
and (C) the time during which the refinanced indebtedness is to be
repaid does not exceed the date on which the existing indebtedness
would have been repaid.

(3) No later than 120 days prior to depositing less than the
amount required by paragraph (1) into the Low and Moderate
Income Housing Fund, the agency shall adopt, by resolution after
a noticed public hearing, a finding that the difference between the
amount allocated and the amount required by paragraph (1) is
necessary to make payments on bonds sold by the agency to
finance or refinance the redevelopment project and identified in
the preliminary report adopted pursuant to paragraph (9) of
subdivision (e) of Section 33333.11, and specifying the amount of
principal remaining on the bonds, the amount of annual payments,
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and the date on which the indebtedness will be repaid. Notice of
the time and place of the public hearing shall be published in a
newspaper of general circulation once a week for at least two
successive weeks prior to the public hearing. The agency shall
make available to the public the proposed resolution no later than
the time of the publication of the first notice of the public hearing.
A copy of the resolution shall be transmitted to the Department of
Housing and Community Development within 10 days after
adoption.

(4) Notwithstanding paragraph (1), an agency that sells bonds
on or after the date of adoption of an amendment pursuant to
subdivision (a), the repayment of which is to be made from taxes
allocated tdhe agency pursuant to Section 33670 from the project
so amended, may elect to subordinate up &g iercent of its
annual 30 percent Low and Moderate Income Housing Fund
deposit obligation to the payment of debt service on the bonds. If
the agency makes that election and in any year the agency has
insufficienttax-increment revenue available to pay debt service on
the bonds to which the funds from the Low and Moderate Income
Housing Fund are subordinated, the agency may deposit less than
the full 100 percent of its annual 30 percent Low and Moderate
Income Housing Fund obligation but only to the extent necessary
to pay that debt service and in no event shall less tHén@3cent
of that obligation be deposited into the Low and Moderate Income
Housing Fund for that year. The difference between the amount
that is actually deposited in the Low and Moderate Income
Housing Fund and the full 100 percent of the agency’s 30 percent
Low and Moderate Income Housing Fund deposit obligation shall
constitute aleficit in the Low and Moderate Income Housing Fund
subject to repayment pursuant to paragraph (5).

(5) If, pursuant to paragraph (2) or (4), the agency deposits less
than 30 percent of the taxes allocated to the agency pursuant to
Section 33670 in any fiscal year in the Low and Moderate Income
Housing Fund, the amount equal to the difference between 30
percent of the taxes allocated to the agency pursuant to Section
33670 for each affected redevelopment project area and the
amount actually deposited in the Low and Moderate Income
Housing Fund for that fiscal year shall be established as a deficit
in the Low and Moderate Income Housing Fund. Any new tax
increment funds not encumbered pursuant to paragraph (2) or (4)
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shall be utilized to reduce or eliminate the deficit prior to entering
into any new contracts, commitments, or indebtedness. The
obligations imposed by this section are hereby declared to be an
indebtedness of the redevelopment project to which they relate,
payable from taxes allocated to the agency pursuant to Section
33670 and, notwithstanding any other provision of law, shall
constitute an indebtedness of the agency with respect to the
redevelopment project, and the agency shall continue to receive
allocations of taxes pursuant to Section 33670 until the deficit is
paid in full.

(h) An agency may not amend its redevelopment plan pursuant
to this section unless the agency first adopts a resolution that finds,
based on substantial evidence, all of the following:

(1) The community has adopted a housing element that the
department has determined pursuant to Section 65585 of the
Government Code to be in substantial compliance with the
requirements oArticle 10.6 (commencing with Section 65580) of
Chapter 3 of Division 1 of Title 7 of the Government Codeif
applicable, an eligible city or county within the jurisdiction of the
San Diego Association of Governments has adopted a
self-certification of compliance with its adopted housing element
pursuant to Section 65585.1 of the Government Code

(2) During the three fiscal years prior to the year in which the
amendment is adopted, the agency has not been included in the
report sent by the Controller to the Attorney General pursuant to
subdivision(b) of Section 33080.8 as an agency that hamaor
violation” pursuant to Section 33080.8.

(3) After a written request by the agency and provision of the
information requested by the department, the department has
issued a letter to the agency, confirming that the agency has not
accumulated an excess surplus in its Low and Moderate Income
Housing Fund. As used in this section, “excess surplus” has the
same meaning as that term is defined in Section 33334.12. The
department shall develop a methodology to collect information
required by this section. Information requested by the department
shallinclude a certification by the agency’s independent auditor on
the status of excess surplus and submittal of data for the
department to verify the status of excess surplus. The independent
auditor shall make the required certification based on the
Controller’s office guidelines which shall include the
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methodology prescribed by the department pursuant to
subparagraph (D) of paragraph (3) of subdivision (g) of Section
33334.12. Ithe department does not respond to the written request
of the agency for this determination within 90 days after receipt of
the written request, compliance with this requirement shall be
deemed confirmed.

(i) Each redevelopment plan that has been adopted prior to
January 1, 1976, that is amended pursuant to subdivision (a) shall
also be amended at the same time to make subdivision (b) of
Section33413 applicable to the redevelopment plan in accordance
with paragraph (1) of subdivision (d) of Section 33413.

() The amendment to the redevelopment plan authorized
pursuant to this section shall be made by ordinance pursuant to
Article 12 (commencing with Section 33450). The ordinance shall
be subject to referendum as prescribed by law for ordinances of the
legislative body.

(k) This section shall not apply to a project area that retains its
eligibility to incur indebtedness and receive tax increment
revenues pursuant to Section 33333.7.

() The limitations established in the ordinance adopted
pursuant to this section shall not be applied to limit allocation of
taxes to an agency to the extent required to comply with Section
33333.8. In the event of a conflict between these limitations and
the obligations under Section 33333.8, the limitation established
in the ordinance shall be suspended pursuant to Section 33333.8.

SEC. 5. Section 33333.11 of the Health and Safety Code is
amended to read:

33333.11. (a) In order to adopt an amendment pursuant to
Section 33333.10, the redevelopment agency shall also comply
with the procedures in this section.

(b) Beforeadopting an amendment of the plan, the agency shall
hold a public hearing on the proposed amendment. The notice of
the public hearing shall comply with Section 33452.

(c) Prior to the publication of the notice of the public hearing
on the proposed amendment, the agency shall consult with each
affected taxing agency with respect to the proposed amendment.
At a minimum, the agency shall give each affected taxing agency
the opportunity to meet with representatives of the agency for the
purpose of discussing the effect of the proposed amendment upon
the affected taxing agency and shall notify each affected taxing
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agencythat any written comments from the affected taxing agency
will be included in the report to the legislative body.

(d) Prior to the publication of the notice of the public hearing
on the proposed amendment, the agency shall consult with and
obtain the advice of members of a project area committee, if a
project area committee exists, and residents and community
organizations and provide to those persons and organizations,
including the project area committee, if any, the amendment prior
to the agency’s submitting the amendment to the legislative body.
In addition, the preliminary report prepared pursuant to
subdivision(e) shall be made available at no cost to the project area
committee, if one exists, and residents and community
organizations not later than 120 days prior to holding a public
hearing on the proposed amendment.

(e) No later than 120 days prior to holding a public hearing on
the proposed amendment, the agency shall send to each affected
taxing entity, as defined in Section 33353.2, the Department of
Finance, and the Department of Housing and Community
Development, a preliminary report that contains all of the
following:

(1) A map of the project area that identifies the portion, if any,
of the project area that is no longer blighted and the portion of the
project area that is blighted and the portion of the project area that
contains necessary and essential parcels for the elimination of the
remaining blight.

(2) A description of the remaining blight.

(3) A description of the projects or programs proposed to
eliminate the remaining blight.

(4) A description of how the project or programs will improve
the conditions of blight.

(5) The reasons why the projects or programs cannot be
completed without extending the time limits on the effectiveness
of the plan and receipt of tax increment revenues.

(6) The proposed method of financing these programs or
projects. This description shall include the amount of tax
increment revenues that is projected to be generated during the
period of the extension, including amounts projected to be
deposited into the Low and Moderate Income Housing Fund and
amounts to be paid to affected taxing entities. This description
shall also include sources and amounts of moneys other than tax
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increment revenues that are available to finance these projects or
programs. This description shall also include the reasons that the
remaining blight cannot reasonably be expected to be reversed or
alleviated by private enterprise or governmental action, or both,
without the use of the tax increment revenues available to the
agency because of the proposed amendment.

(7) An amendment to the agency’s implementation plan that
includesbut is not limited to, the agency®using responsibilities
pursuant to Section 33490. However, the agency shall not be
required to hold a separate public hearing on the implementation
planpursuant to subdivision (d) of Section 33490 in addition to the
public hearing on the amendment to the redevelopment plan.

(8) A new neighborhood impact report if required by
subdivision (m) of Section 33352.

(9) A description of each bond sold by the agency to finance or
refinance the redevelopment project prior to six months before the
date of adoption of the proposed amendment, and listing for each
bondthe amount of remaining principal, the annual payments, and
the date that the bond will be paid in full.

(N No later than 120 days prior to holding a public hearing on
the proposed amendment, the agency shall send the proposed
amendment to the planning commission. If the planning
commission does not report upon the amendment within 30 days
after its submission by the agency, the planning commission shall
be deemed to have waived its report and recommendations
concerning the amendment.

(9) No later than 45 days prior to the public hearing on the
proposed amendment by the agency or the joint public hearing of
the agency and the legislative body, the agency shall notify each
affected taxing entity, the Department of Finance, the Department
of Housing and Community Development, and each individual
and organization that submitted comments on the preliminary
report bycertified mail of the public hearing, the date of the public
hearing, and the proposed amendment. This notice shall be
accompanied by the report required to be prepared pursuant to
subdivision (h).

(h) No later than 45 days prior to the public hearing on the
proposed amendment by the agency or the joint public hearing by
the agency and the legislative body, the agency shall adopt a report
to the legislative body containing all of the following:
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(1) All of the information required to be contained in the
preliminary report prepared pursuant to subdivision (e).

(2) The report and recommendation of the planning
commission.

(3) The report required by Section 21151 of the Public
Resources Code.

(4) A summary of the consultations with the affected taxing
entities. If any of the affected taxing entities, a project area
committee, if any, residents, or community organizations have
expressed written objections or concerns with the proposed
amendment gsart of these consultations, the agency shall include
a response to these concerns.

(5) A summary of the consultation with residents and
community organizations, including the project area committee,
if any.

(i) After receiving the recommendation of the agency on the
proposed amendment, and not sooner than 30 days after the
submission of changes to the planning commission, the legislative
body shall hold a public hearing on the proposed amendment. The
notice of the public hearing shall comply with Section 33452.

() As an alternative to the separate public hearing required by
subdivision (i), the agency and the legislative body, with the
consent of both, may hold a joint public hearing on the proposed
amendment. Notice of this public hearing shall comply with
Section 33452. When a joint public hearing is held and the
legislativebody is also the agency, the legislative body may adopt
the amended plan with no actions required of the agency. If, after
the public hearing, the legislative body determines that the
amendment to the plan is necessary or desirable, the legislative
body shall adopt an ordinance amending the ordinance adopting
the plan thus amended. The ordinance adopting the amendment
shall contain findings that both (1) significant blight remains
within the project area, and (2) the blight cannot be eliminated
without the extension of the effectiveness of the plan and receipt
of tax increment revenues.

(k) If an affected taxing entity, the Department of Finance, or
the Department of Housing and Community Development
believes that significant remaining blight does @ast within the
portion of the project area designated as blighted in the report to
the legislative body regarding a proposed amendment to be
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adopted pursuant to Section 33333.10, the affected taxing entity,
the Department of Finance, or the Department of Housing and
Community Development may request the Attorney General to
participate in the amendment process. The affected taxing entity,
the Department of Finance, or the Department of Housing and
Community Development shall request this participation within
21 days after receipt of the notice of the public hearing sent
pursuant to subdivision (g). The Attorney General shall determine
whether or not to participate in the amendment process. The
Attorney General may consult with and request the assistance of
departments of the state and any other persons or groups that are
interested or that have expertise in redevelopment. The Attorney
General may participate in the amendment process by requesting
additionalinformation from the agency, conducting his or her own
review of the project area, meeting with the agency and any
affected taxing entity, submitting evidence ¢onsideration at the
public hearing, or presenting oral evidence at the public hearing.
No later than five days prior to the public hearing on the proposed
amendmenthe Attorney General shall notiach dected taxing
agency, each department that has requested the Attorney General
to review the proposed amendment, and the redevelopment agency
with regard to whether the Attorney General will participate in the
amendment process and, if so, how he or she will participate, on
their behalf.

() The Attorney General may bring a civil action pursuant to
Section 33501 to determine the validity of an amendment adopted
pursuant to Section 33333.10. The Department of Finance and the
Department of Housing and Community Development shall be
considered interested persons for the purposes of protecting the
interests of the state pursuant to Section 863 of the Code of Civil
Procedure in any action brought with regard to the validity of an
ordinance adopting a proposed amendment pursuant to Section
33333.10. Either department may request the Attorney General to
bring anaction pursuant to Section 33501 to determine the validity
of an amendment adopted pursuant to Section 33333.10. Actions
brought pursuant to this subdivision are in addition to any other
actions that may be brought by the Attorney General or other
persons.

SEC. 6. Section 33333.13 of the Health and Safety Code is
repealed.
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SEC. 6.5. Section 33334.2 of the Health and Safety Code, as
amended by Section 2.2 of Chapter 738 of the Statutes of 2001, is
amended to read:

33334.2. (a) Not less than 20 percent of all taxes that are
allocated to the agency pursuansextion 33670 shall be used by
the agency for the purposes of increasing, improving, and
preserving the community’s supply of low- and moderate-income
housing available at affordable housing cost, as defined by
Sections 33334.22 and 50052.5, to persons and families of low or
moderate income, as defined in Section 50093, lower income
households, as defined in Section 50079.5, very low income
households, as defined in Section 50105, and extremely low
income households, as defined in Section 50106, that is occupied
by these persons and families, unless one of the following findings
is made annually by resolution:

(1) (A) That no need exists in the community to improve,
increase, or preserve the supply of low- and moderate-income
housing, including housing for very low income households in a
manner that would benefit the project area and that this finding is
consistent with the housing element of the community’s general
plan required by Article 10.6 (commencing with Section 65580)
of Chapter 3 of Division 1 of Title 7 of the Government Code,
including its share of the regional housing needs of very low
income households and persons and families of low or moderate
income.

(B) This finding shall only be made if the housing element of
the community’s general plan demonstrates that the community
does not have a need to improve, increase, or preserve the supply
of low- and moderate-income housing available at affordable
housing cost to persons and families of low or moderate income
and to very low income households. This finding shall only be
made if it is consistent with the planning ageneyisual report to
the legislative body on implementation of the housing element
required by subdivision (b) of Section 65400 of the Government
Code. No agency of a charter city shall make this finding unless
the planning agency submits the report pursuant to subdivision (b)
of Section 65400 of the Government Code. This finding shall not
take effect until the agency has complied with subdivision (b) of
this section.
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(2) (A) Thatsome stated percentage less than 20 percent of the
taxes that are allocated to the agency pursuant to Section 33670 is
sufficient to meet the housing needs of the community, including
its share of the regional housing needs of persons and families of
low- or moderate-income and very low income households, and
that this finding is consistent with the housing element of the
community’s general plan required by Article 10.6 (commencing
with Section 65580) of Chapter 3 of Division 1 of Title 7 of the
Government Code.

(B) This finding shall only be made if the housing element of
the community’s general plan demonstrates that a percentage of
less than 20 percent will be sufficient to meet the community’s
need to improve, increase, or preserve the supply of low- and
moderate-income housing available at affordable housing cost to
persons and families of low or moderate income and to very low
income households. This finding shall only be made if it is
consistent with the planning agency’s annual report to the
legislative body on implementation of the housing element
required by subdivision (b) of Section 65400 of the Government
Code. No agency of a charter city shall make this finding unless
the planning agency submits the report pursuant to subdivision (b)
of Section 65400 of the Government Code. This finding shall not
take effect until the agency has complied with subdivision (b) of
this section.

(C) For purposes of making the findings specified in this
paragraph and paragraph (1), the housing element of the general
plan of acity, county, or city and county shall be current, and shall
have been determined by the department pursuant to Section
65585 to be in substantial compliance with Article 10.6
(commencing with Section 65580) of Chapter 3 of Division 1 of
Title 7 of the Government Code.

(3) (A) That the community is making a substantial effort to
meet its existing and projected housing needs, including its share
of the regional housing needs, with respect to persons and families
of low and moderate income, particularly very low income
households, as identified in the housing element of the
community’s general plan required by Article 10.6 (commencing
with Section 65580) of Chapter 3 of Division 1 of Title 7 of the
Government Code, and that this effort, consisting of direct
financialcontributions of local funds used to increase and improve
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the supply of housing affordable to, and occupied by, persons and
families of low or moderate income and very low income
households, isquivalent in impact to the funds otherwise required
to be set aside pursuant to this section. In addition to any other local
funds, these direct financial contributions may include federal or
state grants paid directly to a community and which the
community has the discretion of using for the purposes for which
moneys in the Low and Moderate Income Housing Fund may be
used. The legislative body shall consider the need that can be
reasonably foreseen because of displacement of persons and
families of low or moderate income or very low income
households from within, or adjacent to, the project area, because
of increased employment opportunities, or because of any other
direct or indirect result of implementation of the redevelopment
plan. No finding under this subdivision may be made until the
community has provided or ensured the availability of
replacementiwelling units as defined in Section 33411.2 and until

it has complied with Article 9 (commencing with Section 33410).

(B) In making the determination that other financial
contributionsare equivalent in impact pursuant to this subdivision,
the agency shall include only those financial contributions that are
directly related to programs or activities authorized under
subdivision (e) of this section.

(C) The authority for making the finding specified in this
paragraplshall expire on June 30, 1993, except that the expiration
shall not be deemed to impair contractual obligations to
bondholders or private entities incurred prior to May 1, 1991, and
made in reliance on this paragraph. Agencies that make this
finding after June 30, 1993, shall show evidence that the agency
entered into the specific contractual obligation with the specific
intention of making a finding under this paragraph in order to
provide sufficient revenues to pay off the indebtedness.

(b) Within 10 days following the making of a finding under
eitherparagraph (1) or (2) of subdivision (a), the agency shall send
the department a copy of the finding, including the factual
information supporting the finding and other factual information
in the housing element that demonstrates that either (1) the
community does not need to increase, improve, or preserve the
supply of housing for low- and moderate-income households,
including very low income households, or (2) a percentage less
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than 20percent will be sufficient to meet the community’s need to
improve,increase, and preserve the supply of housing for low- and
moderate-income households, including very low income
households. Within 10 days following the making of a finding
under paragraph (3) of subdivision (a), the agency shall send the
department aopy of the finding, including the factual information
supporting the finding that the community is making a substantial
effort to meet its existing and projected housing needs. Agencies
that make this finding after June 30, 1993, shall also submit
evidence to the department of its contractual obligations with
bondholders or private entities incurred prior to May 1, 1991, and
made in reliance on this finding.

(c) In any litigation to challenge or attack a finding made under
paragraph (1), (2), or (3) of subdivision (a), the burden shall be
upon the agency to establish that the finding is supported by
substantiaévidence in light of the entire record before the agency.
If an agency is determined by a court to have knowingly
misrepresented any material facts regarding the community’s
share of its regional housing need for low- and moderate-income
housing, including very low income households, or the
community’sproduction record in meeting its share of the regional
housing need pursuant to the report required by subdivision (b) of
Section 65400 of the Government Code, the agency shall be liable
for all court costs and plaintiff’s attorney’s fees, and shall be
required to allocate not less than 25 percent of the agency’s tax
increment revenues to its Low and Moderate Income Housing
Fund in each year thereatfter.

(d) Nothing in this section shall be construed as relieving any
other public entity or entity with the power of eminent domain of
any legal obligations for replacement or relocation housing arising
out of its activities.

(e) In carrying out the purposes of this section, the agency may
exerciseny or all of its powers for the construction, rehabilitation,
or preservation of affordable housing for extremely low, very low,
low-, and moderate-income persons or families, including the
following:

(1) Acquire real property or building sites subject to Section
33334.16.

(2) Improve real pyperty or building sites with onsite or offsite
improvements, but only if both (A) the improvements are part of
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the new construction or rehabilitation of affordable housing units
for low- or moderate-income persons that are directly benefited by
the improvements, and are a reasonable and fundamental
component of the housing units, and (B) the agency requires that
the units remain available at affordable housing cost to, and
occupied bypersons and families of extremely low, very low, low,

or moderate income for the same time period and in the same
manner as provided in subdivision (c) and paragraph (2) of
subdivision (f) of Section 33334.3.

If the newly constructed or rehabilitated housing units are part
of a larger project and the agency improves or pays for onsite or
offsite improvements pursuant to the authority in this subdivision,
the agency shall pay only a portion of the total cost of the onsite
or offsite improvemenfThe maximum percentage of the total cost
of the improvement paid for by the agency shall be determined by
dividing thenumber of housing units that are affordable to low- or
moderate-income persons by the total number of housing units, if
the project is a housing project, or by dividing the cost of the
affordable housing units by the total cost of the project, if the
project is not a housing project.

(3) Donate real property farivate or public persons or entities.

(4) Finance insurance premiums pursuant to Section 33136.

(5) Construct buildings or structures.

(6) Acquire buildings or structures.

(7) Rehabilitate buildings or structures.

(8) Provide subsidies to, or for the benefit of, extremely low
incomehouseholds, as defined in Section 50106, very low income
households, as defined by Section 50105, lower income
households, as defined by Section 50079.5, or persons and
families of low or moderate income, as defined by Section 50093,
to the extent those households cannot obtain housinfpedadile
costs on the open market. Housing units available on the open
market are those units developed without direct government
subsidies.

(9) Develop plans, pay principal and interest on bonds, loans,
advances, or other indebtedness, or pay financing or carrying
charges.

(10) Maintain the community’s supply of mobilehomes.

(11) Preserve the availability to lower income households of
affordablehousing units in housing developments that are assisted
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or subsidized by public entities and that are threatened with
imminent conversion to market rates.

(f) The agency may use these funds to meet, in whole or in part,
the replacement housing provisions in Section 33413. However,
nothing inthis section shall be construed as limiting in any way the
requirements of that section.

(9) (1) The agency may use these funds inside or outside the
project area. The agency may only use these funds outside the
project area upon a resolution of the agency and the legislative
body that the use will be of benefit to the project. The
determination byhe agency and the legislative body shall be final
and conclusive as to the issue of benefit to the project area. The
Legislature finds and declares that the provision of replacement
housingpursuant to Section 33413 is always of benefit to a project.
Unless the legislative body finds, before the redevelopment plan
is adopted, that the provision of low- and moderate-income
housing outside the project area will be of benefit to the project,
the project area shall include property suitable for low- and
moderate-income housing.

(2) (A) The Contra Costa County Redevelopment Agency
may use these funds anywhere within the unincorporated territory,
or within the incorporated limits of the City of Walnut Creek on
sites contiguous to the Pleasant Hill BART Station Area
RedevelopmerRroject area. The agency may only use these funds
outside the project area upon a resolution of the agency and board
of supervisors determining that the use will be of benefit to the
projectarea. In addition, the agency may use these funds within the
incorporatedimits of the City of Walnut Creek only if the agency
and the board of supervisors find all of the following:

(i) Both the County of Contra Costa and the City of Walnut
Cre